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Office of the County Executive
Roane County Courthouse

July 1, 2012

To Our Stakeholders:

Subject: Annual Debt Report

The following report has been prepared in compliance with the Roane County Debt Policy,
adopted March 11, 2011 by Resolution 03-11-23. The objectives of the policy are to assist
the stakeholders in understanding Roane County’s Debt, to provide a medium where
decisions can be made and to assist future decision making in regards to debt management.

Financial Policies regarding Fund Balance and Capital Planning have also been adopted to.
assist Roane County in management of capital assets and debt related to certain capital
assets. : '

This report reflects data known and/or estimated for the time period ending June 30, 2012.
Ratios reflect outstanding debt as of June 30, 2012. The multi-year budgets reflect estimated
budget data.through the year 2040.

Sincerely,

/Za/

Ronald B. Woody

Roane County Executive

ox 642 .« Kingston, TN 37763 - Phone: 865.376.5578 . Fax: 865.717.4215
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OBJECTIVES OF THE ANNUAL DEBT REPORT:

o To comply with the Roane County Debt Management Policy, Resolution
#03-11-23, adopted March 11, 2011, and as amended with Resolution
#07-12-XX which should:

o Enhance decision-making process and provide transparency

o ldentify all estimated expenditures of principal, interest, and annual
costs associated with the issuance of debt

METHODOLOGY USED TO COMPILE THE REPORT:

e Obtain most recent Annual Audit which includes the Schedule of Changes in

Long-term Notes, Other Loans, Capital Leases, and Bonds Payable dated
June 30, 2011

s Create an Updated Schedule of Changes in Long-term Notes, Other Loans,
Capital Leases, and Bonds Payable to include any new debt issuances and
related expenditures incurred since the audit or anticipated approved

projects or projects being considered by Commission through date of
report

o Create a multi-year debt service budget for each debt service fund
(General Debt Fund 151, Rural Debt Fund 152, Education Debt Fund 156)
indicating all current debt obligations along with estimated revenues and
projected beginning and ending fund balances in order:

o Comply with the Roane County Fund Balance Policy, Resolution #04-
11-32, adopted April 11, 2011 and amended with Resolution #07-12-
XX. This policy is used in preparing the multi-year budgets

o Graph the multi-year debt budgets of Revenue, Expenditures, Ending
Fund Balance, and Change in Fund Balance




o Graph the property tax pennies needed to support the multi-year
budgets

e Create and update an Input/Output Spreadsheet which will be used to:

Estimate Value of the Penny

Program total outstanding debt and net debt
Provide benchmark data

Calculate potential new debt cost

Perform benchmark calculations

O 0O O O O

s Provide individual and consolidated graphs of the number of pennies
needed to support the Debt Service Budgets

s Graph a series of benchmarks compared to Roane County’s data. This
series of data will include the impact of any new debt

For New Debt:

o Create a Straight Line Loan Amortization Table

e Calculate estimated new tax needed for potential new debt based on the
straight line amortization table

s Compare the straight line interest cost and tax rate to any other alternative
payment schedule, if an alternative method is presented

e Combine potential new debt with existing debt to create a multi-year debt
schedule

e Prepare and compare new ratios based on potential new debt
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Gosl/Mission: To provide management with appropriate guidelines and direction to assist in making
sound debt management decisions. To further demonstrate strong financial management practices for
our county citizens, outside investors, and credit agencies.

Objectives:

1. Provide a synopsis of the types of financing available to Roane County in order to promote
understanding of the transaction and related cost and risk

2. Enhance decision making process transparency
Identify all expenditures of principal, interest, and annual costs along with issue specific
transaction costs

4. Address hiring outside professionals and any potential conflict of interest issues

5. Establish requirements and decision making checklist for new debt {Section 5}

This policy references:
¢ Capital Asset Policy
» Capital Asset Plan
» Fund Balance Policy
@ An Annual Debt Report
o Specific New Issue Report
¢ Attachment A- State Form CT-0253

1. Synopsis of the Types of Financing Available for Roane County and Related
Cost and Risk

All financing shall be approved by the Roane County Commission and the Tennessee Comptroller’s Office
within legatl guidelines of Tennessee Law and regulations set forth by the comptroller’s office.

Potential Financing Methods:

¢ Tax/Revenue Anticipation Notes — Used for cash flow purposes until annual revenues are
received for a particular fund. All borrowing is required to be fully paid back by the end of the
current fiscal year. Tax/Revenue Anticipation Notes shall be used on a limited basis and if the
need arises it is the county’s intent to have sufficient funds avaitable with the Trustee to meet
these cash flow needs with internal borrowing from the County Trustee or among individual
funds,
o Generally for funds operating on property tax or other revenue that is not received on a
monthly basis.

Roane County Debt Management Policy Page 1
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Roane County Debt Management Policy

o Interest risk would be low since term of notes would be less than one year and interest
would be patd back to the county

Lease Agreements- Not anticipated to be used.

Grant Revenue Anticipation Notes {GRAN) - Used when a fund does not have significant cash
available to maintain a positive cash balance until a reimbursable grant can be received. Due to

the cumbersome nature of GRAN, Roane County may decide to use Capital Outlay Notes in lieu of
Grant Revenue Anticipation Notes

Capital Outlay Notes- Used for capital borrowings which are 12 years or less in duration.
Additionally these can be funded internally {borrowing from the Trustee or individual fund) or
funded by a bank financial institution as first choice, If borrowing would be from a non-hank
financial institution then it would be treated in this policy the same as a Long Term Loan or Bond.
Generally, Roane County’s Capital Outlay Notes will be less than 51,000,000. Capital Outlay Notes
duration cannot exceed the asset’s life expectancy. It is the intent of Roane County not to borrow
for a dollar amount less than $400,000. The County should be able through a capital project plan
to pay for these projects with cash. Roane County’s Capital Outlay Notes would generally be used
for borrowing between $400,000 and $1,000,000. Capital Outlay Notes generally would be issued
for medium capital assets as noted in the Capital Asset Policy.

o External cost of borrowing {excluding interest rate) should be zero since debt would be
issued through internal borrowing or with a bank financial institution.

o Interest risk and thus interest rate would be low since time of indebtedness would be
relatively short; typically, five {5} to ten (10} years or less and could be paid back to the
Trustee.

Long Term Loans and Bonds- Long term loans and bonds are generally used for indebtedness
which would exceed 12 years for repayment and in a dollar amount greater than $1,000,000.
These loans, situation dependent, could be as be low as $400,000. Funds may be horrowed from
the private sector, federal or state agency loan programs. In cases of loans or bonds the county
will be provided specific legal debt resolutions which shall be approved by the county legislative
body. In certain cases legal and bond counsel may be hired. Information within this poticy gives
guidance of disclosing the cost of these services and address any potential conflicts of interest,
Long term loans and bonds would be anticipated on major capital assets as noted in the Capital
Asset Policy.

o External cost would be anticipated and fully disclosed on State Form CT- 0253
(Attachment A} prior to the contract to secure the funding.

o Interest risk and thus interest rate would be anticipated due to the length of the
mdebtedness,
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s Tax Increment Einancing-TIF is a financial tool that was created to assist blighted areas in
acquiring funding by issuing bonds to be paid for from a specific econornic district. This funding
will theoretically come from the increased revenues generated from the revitalization of the area.
Projects are generally to improve infrastructure.

TIE s also a method to use future gains in taxes to subsidize current improvements, which are
projected to create the conditions for said gains.

Roane County shall only consider TIF on a limited basis, In most cases, Roane County would not
consider TIF and TIF is generally considered prohibited; however, upon a thorough review and
analysis of TIF, Roane County, with a 2/3 vote, as policy, will be required for approval of a TIF,

The reasons for prohibiting Tax Increment Financing are:

Cost of administration is refatively high

Risk of an unsuccessful project is often high

Often Tax Incremental Financing reflects a backicaded debt

Success of an investment in a project which could be funded by Tax Increment Financing
would also be successful with regular original financing

[o R ¢ N 6 B 0

2. Enhance transparency of decisions by way of an Annual Debt Report, Annual
Budgets, and New Debt Issuance Report-as needed

Responsibilities for analysis and reporting shall be with the County Executive and the Director of Accounts
and Budgets (DoAB).

To ensure transparency of decisions, the following documents shall be prepared and available for public
review: annual debt reports, annual budgets, and new debt issuance reports.

The County Legislative Body may assign an ad hoc Debt Management Committee to review reports, study
debt standards, and assess ability to repay debt, but in the absence of a Debt Management Committee
these duties will rest with the Budget Committee.

The county shall comply with legal requirements for notice and for public meetings refated to debt
jssuance,

This policy will be reviewed annually at a minimum to ensure adequacy and ability to meet requirements
set forth by the County Legislative Body and the State Comptrolter’s Office.

Roane County Debt Management Policy
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Annual Debt Report

An annual debt report shall be submitted to the county legislative body by June of each year, generally the
report will be presented with the annual debt budget.

The annual report shall contain at a minimum:

®

Roane County Debt Management Policy

Multi-year annual budgets extending to the length of the longest issue. Graphical representation
of: estimated revenue, expenditures, and fund balances each year.

Net Debt Calculation (total principal outstanding less most recent year respective debt fund
balance).

Calculation of net debt per capita [net debt/population).

Calcutation of net debt as a percentage of estimated assessed value of taxable property {net
deht/assessed property value),

Ratio of debt service expenditures as a percentage of governmental fund expenditures - Funds
101-156. {Calculated as total budget expenditures of funds 151,152,156 divided by total budget
expenditures of funds 101 through 156},

Net debt per capita as a percentage of income per ca pita [per capita income/net debt per capita).
Al calculations and ratios shall be compared to benchmark as stated within this policy.
Documentation of the most recent debt rating as available,

Reports will reflect estimated fund balances which shall comply with a fund balance policy or
specific explanation of variances. Fund Balance policy approved through a separate policy and

resolution.

percentage of fixed verses variable rate debt.
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Annual Debt Budgets

Annual Debt Budgets shall be adopted by the county legislative body and comply with legal notice and
filings requirements for county budgets TCA 5-12.

New Debt Issuance report

A new debt issuance report shall be prepared before consideration of new debt. Details of the new debt
issuance report are noted in the following section 3 of this policy.

3. Cost of Debt- Principal, Interest, Annual Management Cost, and New Issuance
Cost
in order to assist the county in making better short and long term debt decisions and to reflect the cost of

debt Roane County shall;

For internal borrowing:

¢ Prepare at minimum a New Debt Issuance Report for loans that have no interest risk or are
obtained through internal borrowing which shall include:
o Approval of the County Legislative Body by resolution.

o Cash Flow “pro forma”
o Approval of the Director of State and Local Einance in the State Comptroller’s Office.

For external borrowing:
All of the requirements for internal borrowing apply as well as:

s Prepare a multi-year budget of the current debt cost of principal, interest and estimated annual
cost over the life of the existing debt. Create a graph of the multi-year budget. This graph will
allow the county to determine if extra capacity exists to issue new debt, what the capacity may be

ot if a revenue shortage is anticipated.

¢ Prepare a New Debt Issuance Report for loans that have interest risk and require additional
revenue for support or are obtained through external borrowing which shall include at minimum:

Roane Coﬁnty Debt Management Policy
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Revised with adoption of Resolution #07-12-4X
Original Resclution #04-11-32
o  Straight line amortization repayment schedule of the proposed new debt.

o Comparison of Straight line amortization repayment schedule to any other proposed
repayment schedule to determine if the alternative repayment schedule provides for
advanced payment of principal or back loaded payment of principal. Comparison shall
reflect the difference in interest cost.

o Any new debt cost of principal, interest and annual cost as if the debt exists by itself. This
shall be an annual budget of the new debt by itself.

o This cost shall be graphed as a cost by itself and reflect the gstimated tax needed to
support the debt as if no other revenue or debt existed.

o The new debt annual budget proposed with the existing multi-year annual budget;
thereby, determining the need for additional revenue to support the new proposed debt.

o Reflect new ratios as noted in the Annual Debt Report (income/debt per capita)

e Ensure that State Form CT- 0253 is complete for new issues.

Cost of Issuance of New Debt

Roane County shall:
¢ Complete or have completed by external party State Form CT-0253 in order to compare the cost
for issuance of debt prior to contracting for funding.

¢ Compare at least two proposals of issuance cost and estimated interest rate cost.

4. Hiring Professional Assistance and Conflict of Interest Issues
Roane County shall:

o From time to time hire legal counsel, a financial advisor or underwriter to assist in the issuance of
debt.

245
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Ensure that all professionals hired to assist in the issuance of debt are fully certified by the
appropriate body within their respective field and fully insured and bonded.

Require all professionals to disclose the estimated cost to the county of their respective services
including “soft” costs or compensations in lieu of direct payments.

Require the advisor to disclose all relationships (fees and payments) to any other transaction
participant including “soft” costs or compensations in lieu of direct payments.

Require all professionals to enter into an engagement letter related to their proposed services,
cost, and disclose any potential conflict of interest.

Understand that Roane County bears sole responsibility for the development, adoption, and
implementation of this policy, even when using professional assistance.

Ensure that any legal or financial advisor may not privately bid on an issue for which they are, or
have been, providing advisory services for the issuance.

5. Establish Requirements and Decision Making Checklist for New Debt
or Refinancing of Current Debt

Certain requirements must be met prior to the issuance of new debt. The requirements used as a checklist
prior to issuing additional debt are as follows:

Annual Debt Report completed on existing debt. Section 2

Specific Issue Report which reflects the impact on the multi-year budget, if any, with the new
debt. Section3

Borrowing only for assets in the current Capital Outlay Plan or in emergency situations,
Borrowing for major assets as outlined in the Capital Project Policy.

Borrowing for medium assets as outlined in the Capital Project Policy where the assets are for
emergencies or in cases that have been noted for borrowed funds in the Capital Outlay Plan.

Amortization schedule will not exceed the useful life of the asset.
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Amortization schedule uses the straight-line method of repayment or wrapping principal which
does not exceed 3 years. Any other repayment schedule must be approved by the comptrolier’s
office in writing and fully disclose the additional interest cost compared to straight-line
repayment. Section 3

Compare the proposed repayment schedule with the straight-line method noted whether the new
debt has an advanced repayment schedule, straight-line or back loaded schedule. Section 3

Compare at least two proposals of issuances cost and estimated interest rate cost.

Leases can be used only in very limited cases and where there is an imputed interest rate,
amount, and term of the lease which is stated on the face of the document.

Consider variable debt in the county’s overall debt management plan. The county recognizes that
the Trustee has investments from month to month which earn interest. Roane County also
understands that the Trustee’s investment interest rates fluctuate over time and the interest rate
earning and interest rate debt expense should move in concert; therefore, Roane County will
calculate and project the available idle funds based on fund balances. Roane County will consider
that variable debt for the same amount of the invested fund should not impact the percentage of
variable verse fixed rate indebtedness.

Consider having the variable rate debt equal to the Trustee’s invested idle funds, at minimum.

Consider having variable rate debt which would not exceed 30% of total indebtedness; however,
Roane County will consider the current debt market and anticipated direction of future interest
rates before selecting variable rate instruments. ‘

In the event of variable rate debt, Roane County shall set aside an amount ahove the variable rate
to protect the county in the event of an upswing in interestrates. Roane County shall budget at
least 3% above the variable rate on the initial issuance.

In the case of refinancing, an analysis report shall be provided which fully explains the reasons for
the refinancing and the net savings and costs of the refinancing which will include not only

interest charges but also the fees associated with the transaction.

Ensure that refinanced debt will not exceed the associated asset’s usefut life.

4
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s Epsure that no debt is issued which engages in interest swap agreements or complex financing %

arrangements,

e Complete State Form CT- 0253 prior to a new issue reflecting a preliminary estimated cost of
issuance.

o Ensure all legal requirements for notice and for public meetings related to debt issuance are
followed,

Preparing a multi-year budget is considered the key element in gaining an understanding of how a
proposed new debt issue impacts the annual budget. The multi-year budget will be the catalyst for
decision making. Upon the development of the multi-year budget, a series of graphs will be presented
allowing a better understanding of the county’s ability to pay future obligations and review capacity or
potential revenue shortage in future years.

6. Debt Tax and Capital Fund Tax-Balancing

It is the intent of Roane County to purchase assets out of Capital funds, when possible, without acquiring
new debt. The process of managing the Debt Service Revenue and Capital Revenues together allows the
rax rates to be more constant comparing the Debt Tax and Capital Tax. An example would be 2012
General Debt Tax of $0.14 and Capital Tax of $0.03 equaling a total tax of $0.17. For 2013, if the Debt Tax
could be reduced by $0.04 {must still comply with the Debt Policy); the Capital Tax would be increased by
$0.04. The total taxes for Debt and Capital for 2012 to 2013 would remain the same at $0.17.

By electing to balance the Debt and Capital Revenue with one another, the county is establishing a system
in which we invest in purchasing Capital assets instead of borrowing for their purchase. We fully
understand that the system will not always balance but we are committed to esta hlish and work the plan
and only take exceptions when fully discussed, disclosed, and approved by the County Legistative Body.




Saunty O -30-1
Ravised with adoption of Besoly 127K il
Original Resolution #04-11-32 |

Bench Marks

Net Debt Per Capita: Total Debt of a County divided by County's population. gench Mark as established

by Roane County is a goal to have no more than $B00 {debt per capita) but to insure we do not gxceed
§1,400,

Net Debt to Assessed Property Value {Net Debt/Assessed Property Value). The overall net debt should
not exceed 10% of assessed value.

Ratio of Debt Expenditures to Total governmental expenditures {excludes capital and agencies funds).
Calculated as total budget expenditures of funds 151, 152, 156 divided by total budget expenditures of
funds 101-156. Ratio should not exceed 5%.

Debt as a Percentage of Personal Income {per capita income/net debt per capita). Ratio should not
exceed 15%.

Roane County Debt Management Policy
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Goal/Mission: To provide management with appropriate guidelines and direction to assist in making
sound decisions related to managing the fund balance of the County General Fund, Highway Fund,
General Purpose School Fund, General and Education Debt Service Funds, all Special Revenue Funds,
Capital Outlay Funds, Enterprise Funds , and Agency Funds,

Objectives:

1. Provide an educational briefing: defining the fund balance, the purpose of the fund balance and
recommended fund balances needed in various county operational, debt service, special
revenue, capital outlay, enterprise, and agencies’ funds

2. Allow decisions to be transparent

provide a medium in which fund balance management decisions can be made

4. Outline steps to be taken to reach an optimal fund balance, if an optimal fund balance does not
exist

5. Summarize the Fund Balance Policy

w

1. Educational Briefing
a. Fund Balance defined for this policy: Fund Balance shall be defined as all equity batances of
restricted, committed, assigned, and unassigned within a fund.

b, Purpose of Fund Balance:

e To maintain sufficient funds to cash flow operations during the year until revenue s
received, such as property tax,

o To have emergency funds available due to revenue short falls or unanticipated
expenditures/expenses.

s To have investment funds available in order to accumulate interest to provide operating
interest earnings to support operations thus limiting the need for properly tax revenue,

e To reflect financial stability and strength; thereby, portraying to the investment
community the county's financial management strength and public investment security
and low risk. Strong financial strength and stability should reflect a lower risk and thus
lower interast rate for future debt issuance.

¢. Fund balance needs for various funds shall be categorized as follows:

o 101 - General Fund -
The General Fund is heavily supported by property tax and, since property tax is not due
until eight months into the fiscal year, must have a relatively high fund balance related
16 the appropriations in order to support cash flow needs. The fund halance should be
sufficient to meet cash flow needs and available funds should also assist in investment
planning, and is calculated at 35-45% of the current year appropriation,

Roane County Fund Balance Palicy
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¢ 131 - Highway Fund -
The Highway Fund is heavily supported by monthly revenue from the State of Tennessee
gasoline and motor fuel tax. The fund balance should be sufficient to meet cash flow
needs and is calculated &t 7-15% of the current year appropriation.

© 141 -General Purpose School Fund -
See Fund Balance Policy adopted by Roane County Board of Education.

Delbt Service Funds in General:

The County’s number one priority is to insure that funds will be available for debt
obligations. The county typically will have at least one (1) year of future payments as fund
balance, thereby maintaining 100% fund balance to appropriation. The county further
recognizes that as the debt service obligations are paid off the fund balance would be
scheduled to fall below 100% and conversely as additional debt is being anticipated the fund
balance should grow above 100%. Further, a healthy fund balance reflects management’s
commitment to fiscal responsibility and should provide the investment community
assurance to purchase the county’s debt and thereby a low risk and low interest rate.

Further, fund balances can be used as investments, thereby, providing operational revenue
for the county.

o 151 - General Debt Service Fund -
The General Debt Service Fund is the primary fund used for the depository of monies to
pay for county debt. The fund can be used for Education Debt Service and does include
certain education debt repayment. The General Debt Service Fund shall have an optimal
fund balance between 50-150%, typically around 100%.

© 132~ Rural Debt Service Fund -
The Rural Debt Service Fund is.used to pay for educational indebtedness where the debt
proceeds were used only for the Roane County Schools, excluding Harriman’s and Oak
Ridge’s sharing of proceeds and repayment of debt. Taxpayers within the cities of
Harriman and Oak Ridge do not pay for the debt retirement in the fund. Since the
Harriman School System merged with the county system this fund will no longer be used
for future debt. The expenditure for debt incurred prior to Harriman/Roane County
Schools merger is the only debt within this fund. The fund balance should be sufficient
to meet the needs of the fund and be structured to decline over the remaining years of
indebtedness and approach zero by the end of the debt term.

o 156 - Education Debt Service Fund «~
The Education Debt Service Fund shall be used to pay current and future education debt
issued by Roane County where the proceeds of new debt are not shared with the City of
Oak Ridge, nor are the residents of Oak Ridge taxed for the repayment of the debt. This
debt service fund should typically have 100% fund balance and could anticipate growing
if new school capital projects are scheduled which would require debt funding, The fund
balance shall be used for cash flow, investments, and portray to the investment
community the county’s financial management plans. The optimal fund balance is
between 50-150%, typically around 100%.

Roéne County Fund Balance Policy Page 2
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o Other Specizl Revenue Funds -

Other Special Revenue Funds should have sufficient fund balance to support cash flow
needs. These funds’ fund balances could be as low as 10% and exceed 100% due to the
nature, use, and total appropriation of the fund. These fund balances shall be monitored
and discussed annually with the Budget Cormittee as the respective funds are
recommended to the County Commission.

Capital Projects Funds -

There are three capital project funds used by Roane County:

s The 171 General Capital Project Fund for various capital improvements of the
General Fund and certain special revenue funds. {The 171 General Capital Project
fund further will have restrictions established by state law which can only be used
as gpecified in state law.)

s The 176 Highway Capital Project Fund for highway projects.

» 177 Education Capital Project Fund for Roane County school projects.

The fund balance in each of the funds shall be sufficient for cash flow purposes. Further
the funds shall be allowed to accumulate fund balances for planned and anticipated
future capital investments.

Enterprise Fund -

As of 2011 Roane County operates the 204 Wastewater Treatment Enterprise Fund. The
fund balance shall be sufficient for cash flow purposes and shall set aside funds for
future capital replacement or expansion needs. This fund is managed by the Roane
County Board of Public Utilities, Debt that is issued and repayment of such debt is the
responisibility of the Roane County Board of Public Utilities.

Agency Funds~

Agency Funds are funds in which the county performs accounting services but the
decision of use of the money falls outside county appropriations control. Fund balances
in these funds are only for cash flow needs and expenditures/expenses are prohibited if
the cash is not available. Certain funds may have additional controf of operation which
regulates their raspective balances.

2. Decisions shall be transparent
The County Budget Committee shall recommend an annual budget to the County Commission.
The annual budget shall reflect the operational activity of the county and have an Operational
Statement filed with the annual budget. The County Commission’s deliberation on the annual
budget shall consider the Operational Staternent in the adoption of the annual budget. The
Operational Statement shall become a part of the annual budget. The process for adoption of

the annual budget shall be a public record and all meetings shall be public meetings.

che County Fund Balance Policy Page 3
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3. Method in which the Fund Balance Decistons shall be made
The management of the fund balances shall be fransparent to the Commission and the public by
the annual publication of an Operational Statement for each of the county funds. The
Operational Statement shall reflect: Estimated Beginning Fund Balance plus Estimated Revenue
less Appropriation equals Estimated Ending Fund Balance.

The estimated beginning fund balance shall be estimated during the annual budget process and
shall be continuously reviewed for each fund until the budget is adopted and/or the fiscal year
end 1s closed. After the fiscal year end is closed, the operational staterant ehall be recalculatad
reflecting the ending fund balance closing {prior year), which is the beginning fund balance for
the new budget. After the annual audit Is complete, the operational statement is again updated
with the audited fund balance {prior year).

During the adoption of the annual budget, calculation shall be made comparing the percentage
of Estimated Ending Fund Balance {for the proposed new year} with the proposed appropriation.
This calculation shall be compared to the policy for compliance. Any variance outside of this
policy shall be noted and explained and outline the reasoning for the variance and any proposal
to comply with the policy.

Attachment A notes an example of an Operational Statement and Fund Balance percentage.

4. Steps To Be Taken f Fund Balance is Not Optimal
The Budget Committee and County Commission’s action on the fund balance, which may be
higher or lower than the policy, shall be set out as follows:

o Ifthe fund balance is lower than the stated policy the budget should consider increasing
revenue or reducing appropriations to adjust the fund balance into an acceptable range.
i the event the fund balance is in the Debt Service Fund, the policy should consider
whether the Debt Service Fund anticipates future increases or decreases in annual
appropriations before adjustments to revenues are made. Explanations should state
why the fund balance should be increased or decreased.

o I the fund halance in the General Fund, HMighway Fund, or General Purpose School Fund
is greater than the stated optimal fund balance policy then the monies greater than the
optimal fund balance should be used for capital expenses and possibly transferred to
the respective capital project fund for capital improvements.

Roane County Fund Balance Policy ‘ - Page 4
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Input/Output

On the following page, you will find an input/output
spreadsheet which shall be used in:

e Creating the multi-year debt service budget

e Estimating the value of one penny for property tax
assessment data for each fund

o Calculating a percentage growth of the value of one penny
for future years in the multi-year debt budgets

e Reflecting all outstanding principal indebtedness per fund
obtained from the updated Schedule of Changes in Long-
term Notes, Other Loans, Capital Leases, and Bonds

°

Providing benchmark ratio calculation




Farmy Valua Yol 151 152 156 Operational Debt

Penay Value to start {lnput) 771/2012 126,000 ' 54,000 104,000
Growth of the Penny (Input) 3% 3% 55
Perny Value to end (Calculated) 71172013 CAH23,600 96,820 S A07AT

umfe?fga‘mh%a g : - 5 AL
Assessed Valie of Propery Ihput) 1,258,564,318

Per Capita Income Inpit) . 2008 32,280

Population {Input) o e oo 080 54,181 _

Total Govt expenditure budger (101 156) lnput) 1 96,708,200 | (Qutpit) - - {output]
feulstedl 1,788,810 364,358

Debt swpehditics budget (151°156) (Catculsted)

5,408,137 -

[ Totooon]
200

| 3%

Calculated
#uf Pen

Benchmark Calcutations

fotal Dbt/ per. - Net Debt/ Asséssed Ratio of Total Debt  Debtias % of

5 . LT aeda 0T properyVelue  Exp/ Total GovtExp  Personalincome:
National Benchmark $ 1,200
Gaal 8 800 % 800 < 10% < 5% <15%
Rogne County $ 763 $ 953 3.41% 5.59% 2.95%



Lebt A8 % of Parom

s

Calculation Method
Total Debteof County  + § 51,607,549
Population * 54,181
per capitaincome  + § 32,260
2.95%

Debt As % of Personal Income
Benchmark {fess than} 15%

Roane County Current 2,95%

Debt As % of Personal Income
16%

14% -

12% -

10% -

8%
6%
a% o

i Debt As % of Personad Income

2%

0%

Banchmark {less than) Roane County Current

Debit as % of personalincome is used as an estimate to see how the county’s debt load can be spread

out among the residents in relation to some knowi benchmark, This figure Is the average salary of a Roane
County citizen divided by the debt load of the county per citizen. Currently, the percentage is 3.29%. Roaneg
County has not developed a goal for this percentage as we are well below the benchmark of 15%.




Catculation Method
Net Debt Amount $ 47,986,308
Assessed Property Value +  § 1,259,564,318
3.41%
Benchmark (less than) 10%
Roane County Current 3.41%

Net Debt/Assessed Property Value

12%

10%

8%

&%
# Net Debt/Assessed Property Value

4%

2%

0%

Benchmark {less than) Roane County Current

Net Debt divided by the Assessed Property Value gives 8 measurement of how ruch debt exists
in relation to the ultimate tax base that must support that debt. The larger the percentage, the
higher the tax rate associated with debt must be. Itisthe intent of Roane County to be well
below the benchrmark of 10%. The benchmark is to have our net debt principal be less then 10%
of the assessed property value for the entire county.

Currently, Roane County's debt is just under 4%. Roane County has not developed a goal for this
percentage as of this time, but that will be forthcoming.



Calculation Method
Net Debt $ 42,986,308
Population + $ 54,181
§ 793
Roane County Goal {less than} S 800
Roane County Current S 793
Net Debt/Per Capita
$802
$800

5798

$796

@ Net Debt/Per Capita

$794

5792

$790

e e

Roane County Goal {less than) Roane County Current

Net Debt divided by the County's population gives us the dollar value of the outstanding debt
in relation to each citizen of the County. Net Debt shows the outstanding principal owed
minus the amount of money that is currently in fund balance, as that is money that we do
not need to collect additionally, since we already have it.

Roane County's Goal is to have Net Debt over Per Capita of less than $800. This would equate to
approximately $43.3M in debt. This is a manageable figure based on sur goal.

Currently we have approximately $50.9M. 1tis our intention to bring this figure down

to be more in line with our-goal,

Simply, if every citizen of Roane County handed aver to the County an additional 5940
it would pay off all of the outstanding debt principal. This calculation does not take into
account any interest payments.




Calculation Method
Toial Debt $ 51,607,945

Population + ) 54,181
5 953
Benchmark S 1,200
Roane County Goal {less than) g 800
Roane County Current $ 953
Total Debt/Per Capita
51,400
$1,200
$1,000
4800
3600 # Total Debt/Per Capita
$400 4
$200
$e : ’
Benchmark Roane County Goal {less  Roane County Current
than)

Total DebtPer Capita shows how much outstanding principal in debt the County owes inrelation

to the total population of the County. Total Debt s all outstanding principal payments divided

by the current County population, Itis the goal of Roane County to have less than $800 principal indebtedness
per citizen. The national benchmark is $1,200 in principal indebtedness per citizen, The County

believes that such a high figure will lead to additionat debt problems in the future, and it is not

a sustainable level of debt for Roane County. Qur current lavel is $1,061 of principal indebtedness

per citizen. This number is above our goal, but at the same time below the national benchmark,

Roane County has an acceptable total debt per capita figure but it is the goal of the County
o Jower this figure with more stringent debt management.
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Total Debt Tax Rate as a % of Total Tax Rate

The 2012 Budget adopted July 11, 2011 reflected the following:

Total Debt Tax Rate: 0.30
Total Tax Rate: 2.18
% of Tax Rate to Support Debt: 13.76%

The County has not adopted a position of what would be an acceptable or unacceptable
level of debt tax levied compared to the total tax levied.

Total Debt Expenditures as a % of Total Operational Expenditures
The 2012 Budget adopted July 11, 2011 reflected the following:

Total Debt Expenditures: 5,408,137
Total Operational Expenditures: 96,708,201

% of Operational Costs Related to Debt: 5.59%



LOAN
AMORTIZATION
SCHEDULL

This section 1s used only when new debt i1s being
considered. The following table would reflect a straight-
line amortization based on the principal amount, loan
period, interest rate and specific debt fund used to repay
the debt. The cost in pennies would be calculated.

Following is an example of borrowing $1,000,000.00
for 20 years at 3% interest paid out of the General Debt
Service Fund 151 and related cost in property tax pennies.
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Pennies Needed to Pay $1M

Debt

Pennies Needed to Pay $1M Debt

[ veoz
| eg0t
| ze0t
1e0t
| og0t
620z
201
0
920t
| szo0t
oot
| £z0
zeot
I 120t
oz0z
610t
810t
i £10T
9107
510
y10
€102
1ot

0.60
0.55
0.50
0.45
0.40
035
0.30

0.25




GENERAL DEBT
SERVICE FUND
151

"The purpose of this fund is to pay the general debt obligation of Roane
County which can also include school debt.

"The following table reflects a multi-year debt budget which includes all current
debt payments that are to be paid from the General Debt Service Fund 151.
Revenues are estimated and calculated based on anticipated growth in the value of
the penny as noted on the input tab along with adjustments in the number of
property tax pennies needed to support the budget and comply with the county’s
fund balance policy.

Upon preparation of the multi-year debt budget, a series of graphs are created
reflecting the annual:

¢ Total Revenues, Expenditures, Fund Balance, and the effect on Fund
Balance

» Number of pennies needed to support the multi-year debt service
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RURAL DEBT
SERVICE FUND
152

This fund was established to pay only school debt issued outside the
cities of Harriman and Oak Ridge. Since the Harriman City School
System has been merged with the Roane County School System, only
debt prior to the school merger exists in this fund. No future debt will be
issued by Roane County and paid out of this fund.

As with the General Debt Service Fund 151, a table is created that
reflects a multi-year debt budget which includes all current debt payment
to be paid from the Rural Debt Service Fund 152. Revenues are
estimated and calculated based on a projected growth in the value of the
penny, along with adjustments in the number of property tax pennies
needed to support the budget and comply with the county’s fund balance
policy.
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EDUCATION DE}
SERVICE FUND

156

The purpose of this fund is to pay for Education Debt where
the proceeds of the debt have not been shared with the city of
Oak Ridge School System. No residents in the Roane County
portion of Oak Ridge City are being taxed to pay for the
indebtedness.

As with both the General Debt Service Fund 151 and the
Rural Debt Service Fund 152, a table is created that reflects a
multi-year debt budget which includes all current debt payment to
be paid from the Education Debt Service Fund 156. Revenues
are estimated and calculated based on a projected growth in the
value of the penny along with adjustments in the number of
property tax pennies needed to support the budget and comply
with the county’s fund balance policy.




S

2585 %007 %EYY et F 7214 WHET SEHT YLD el
Y98°22T 2181 £V6'9e BEYELS FREGSS tug'tas sagsen AR 283
{57} lezpest) {esv'nst {ows'es} {85599} {g81's5} 122417731 {eees! {5091t}
SIEITE TO6STE FTOTER ¥ELOTE HEVERE SHATE BLHEIE ¥I8Tse e
pRT'ET. TEL £35'57 PO¥ET BITET SET'ST ST oB'at @r’o7
TE SOLE B9 S 2% BELS £6'5 DS oE'Bt
SDT soE T BHATT COWE aeBL 26097 La0'e it DT
Lodied SEY'EE DEF'SE ues'ry DITES Bt SRS BLRS B5¢' ¥R
5 S5v5 Iyt BEEAT BILTE 2ETT SELBE SPELE SEvE
BAE [Eelii e [t ¥4 BEYST TEYE 95E'PE RLYBE REY €51°05
R e g oBuse GOV'oBT fe0esT OR0'R5T 0OGSPT waere 0] >4 [2ch: 74 oa0’esz
GOVBINY QUG LONOPE oRoset QBUEY 5744 2H6GZT BEFETT LREHIT oBYSAT
GONORE QOY'ORTL oDEBEL s 44 ok 74 B2 DROCLT DOGELY SOURET fBYSST
€6¥°291 £L1%91 12ionz BEY'ELT 518997 85097 TEREST 00§65 265 L9L
B2 ) 766D ¥Ee'e %659 ZE6 F7 ) (583 2653
0eE s ws 86% L1 508 0E 14 %
LT Pl Wz B0LE 0027 G0L'T 8L 16754 WL
SOETE 20622 20577 0ETT DOSTE [5x4 BB QOV0E el
[0 4 404°9T LYY 12814 soLat = T4 feh: R 4 P H oeLat
2otk ay TPTRTL STVERD SHLPEL LBTRT £39028 TV SHO'GOT Pl
3 T T z E4 £ z T T
ABUET TR $%0TT £5ULEY LT REBLT STLIE [OFEOT B EOY
L1851E SRRy BEFELS e's5% Bs 709 &9e5% wiRlare BRYTER PEE'RES
2t g wipng ey WipRg whprg wdpng w¥png ipng Epng
TWIOL fo4od (254 150 £502 ST S0 FE £102 pitid

FHUNIPLIARE /RN pring
wouppEg pung peseulnssn iy jesog

FIRPY PROY O DT

AIBUHPRG RAOL

ABGFEI0)

ORI 3 RERIL PIG-PEETE
Uy RIRREIE R SPUIRAOG TIS-GELTY
JERINYY 0L

BEOHT ~-T03-05TTL
ITROT ~ ~T0B-0ETTE

TRUGEY YD JIRIFWY
SPPUDG B3 ESENE

RAPUY w3y,
1830 MIN

1830 MIN

BEODE- -T0OR-05LTY
IRODZ- ~TOW-PELLY

spureg ue pdialig
SPOog U adiug

Seanypuabiy

SINUALIY (204

PO JARSTAL vy

SR g dn-gud G5TUY

Rprung § s [oadsig

| JURARG BETOY

B BES AR SRTR 2L radeid
xog, Ko Wesny DEIDY
HUANBY

Wiy Ry

iy Auswiod g

TWR R PR SApLn
Y, 30 Jupnndeq

BIAG 13 UPHRINPY 95T pUnY




aouBpeg pundg paleudiseapunsuipul [B10]
DOURIRE PUNY HO 103 T weeen
SSUNPPUSAXT [BI0 ] e

SONUDABY [R10 | memmmmn

020¢
6102
810¢
£10T
9102
S10¢
¥10¢
€10¢
[Aner4

pung 8dIAlaS Jga uoljeonp3 941
10} 198png 192 JeaA-nnAl

000°00%-

000’00

006’007

000°00¥

000009

000’008

000°000T




(<o}
w0

[ Iod Ed bad ™ ™3 b ™I o]
o] [ jond o] o] jan] fon ] jo] [
] pace pace pucs Pt et ot Pt Pt
o w oo ~ o v B w o
1 3 L i " 3 3 8 £} £ O
50
1
SIULID s
/ St
................ N
Y4

188png Jeap-nNni jenuuy 1ioddng o1 papasN saiuuadd xel Ajadold
pun4 231A196 12 uoneiInpl 951




SECTION 11

TAX PENNIES
GRAPHS

This section of the report 1dentifies the property tax
pennies needed for each Debt Service Fund, (existing debt
only) over the life of the multi-year budgets.

Further, each individual Debt Service penny need 18
then combined to reflect the required total debt tax which
18 levied countywide.




151 General Debt Service Fund
Property Tax Pennies Needed to Support Annual Multi-Year Budget
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Combined Debt Service Funds
Property Tax Pennies Needed to Support Annual Multi-Year Budget
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Oy CTION 1 2 |

BOND RATINGS

This section of the report identifies the most recent bond
rating for Roane County, provided by Standard & Poors,
based on the county’s continued tax base growth and
improved financial position.
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STANDARD
b ff”@”@ LA

Uatlas, T 78204

&POORS okt
March 25, 2010

Roane County

200 E. Race Street

P.0O, Box 643

Kingston, TN 37763

Attention: Mr. Alva Moore, Director of Accounts and Budgets

Rer US§1,275,000 Roane County, Tennessee, Rural School Refunding Bonds, Series 20108,
dated: Date of Delivery, due: June 1, 2019

Dear Mr. Mpore:

Pursuant to your request for a Standard & Poor’s rating on the above-referenced obligations, we
have reviewed the information submitted to us and, subject to the enclosed Terms and Condifions,
have assigned a rating of “AA-". Standard & Poor's views the outlhok fior this rating as stable. A
copy of the rationale supporting the rating is enclosed. '

The rating is not mvestment, financial, or other advice and you 'sbm;ld not and cannof rely upon -
the rating as such. The rating is based on information supplied to us by you or by your agents but -
does not represent an audit. We undertake no duty of due diligenice or independent verification of
any information. The assiginment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, inchuding without
limitation, Section 7 of the Securities Act 0f 1933, The rating is not a “market rating” noris it a
recommendation to buy, hold, or sell the obligations. '

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating fo interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating.

Standard & Poor’s refies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. This
rating is based on financial information and documents we received prior to the issuance of this
letter. Standard & Poor’s assumes that the docurments you have provided to us are final. Ifany
subsequent changes were made in the final documents, you must notify us of such changes by
sending us the revised final documents with the changes clearly marked,

To maintain the rating, Standard & Poor’s must receive all relevant financial information as soon
as such information is available. Placing us on a distribution list for this information would
facilitate the process. You must promptly notify us of all material changes in the financial
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information and the documents. Standard & Poor’s may change, suspend, withdraw, or place on
CreditWatch the rating as a result of changes In, or vnavailability of, such information. Standard
& Poor’s reserves the right to request additional information if necessary to maintain the rating.

Standard & Poor’s Ratings Services
Public Finance Department

55 Water Street '

New York, NY 10041-0003

Standard & Poor’s is pleased to be of service to you. For more information on Standard & Poor’s,
please visit our website at www.standardandpoors.com. If'we can be of help in any other way,
please call or contact vs at nypublicfinance@standardandpoors.comn Thank you for choosing
Standard & Poor’s and we ook forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business
fh

bded o
enclosures

o Mr. Scott P, Gibson, First Vice President
Morgan Keegan & Company, ne.



Moody's Investors Service

7 World Trade Center at 250 Greenwich Strest,
New York, New York 10007

June 28, 2008

Assured Guaranty Corp
1325 Avenue of the Americas
New York, NY 10019

To Whom It May Concern:

Moody's Investors Service has assigned the rating of Aaa to the $9,010,000.00, Roane
Gounty, Tennessee « Refunding Bonds Consisting of: $7,410,000 General
Obligation Refunding Bonds, Series 20088 and $1,600,000 Rural School
Refunding Bonds, Series 2008C, dated May 15, 2008 which sold on May 30, 2008,
insured by Assured Guaranty Corp (Policy No. D-2008-558). The rating is the highest of
(i) the guarantor's financial strength rating, (i) any published underlying rating on the

security, or (i) any published enhanced rating based on a state credit enhancement
program,

Should you have any questions regarding the above, please do not hesitate to contact
Vincent Guadagno Jr. at (212) 553-2948.

Sincerely yours,
sann Sfompol

Joann Hempel
Vice President / Senior Credit Officer

JH T S
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Ratiopale

Standard & Poor's Ratings Services raised its long-term and underlying rating (SPUR) 1o "AA-"
from *A+" on Roane County, Tern.'s outstanding debt, based on the county’s continued ta
base growth and improved financial position. At the sarms time, Standard & Poor's assigned
its "AA- rating to the county’s series 20104 general obligation (GO) bonds and series 2010B
rural sehool refunding bonds. The outlook is stable.

The rating reflects our view of the county’s:
* Access to the large and diverse Knosville, Tenn. employment base;
* Strong financial posidon; and
* Low overall net debt burden,
In our opinion, the county's adequate, but below average, wealth and income indictors
prechude a higher rating at this tme.

The series 20104 bonds are secured by unlimited ad valorem faxes to be levied on all

taxable property within the territorial lmits of the courgy. The series 20108 bonds are secured

by unlimited ad valorem raxes to be levied on all taxable property within the county lying




outside of e Harriman aod Ok 123

Term. Bond pro

e

constiuction on the county’s courthouse, schools, public wilites, o

e venran

and fall, to purchase equipment, and to refirance & portion of thy

ounty's outstanding debt.

Roane County fpopulation: 53,450) is in eastern Termmes Kingston, the eounty seat. i about 38

miles from Kooxvitle, alfowing casy access to Knoxville's ¢

Energy's (DOE) nuclear resaarch facilities at nearby Oak Ridige (AA/Stable’ GO rating), which is

ernpinyme base. The Dapartoment of

priverily in Anderson County (A+/Stable) also provide an important source of erngloyment. The
county’s unemployment rate of 8.7% as of November 2008 was cor nparable to the state and national
levels. County median household incorme Jevels are what we consider adequate at 86% of the national

« =1
levels. The county's tax base has experienced steady growth. Fiseal 2010 assessed valua {&V) reached
$1.01 billion, a 40% growth in the past five years, ynostly due ravaluation and residential development.

We believe that the tax base is diverse, with the top 10 Teading tavpm ers accourting for about 7.9% of
i 24 i &

total AV. Market vahue is estimated at $4.29 billion or what we believe is a very strong $80,213 per
capita,

We believe that the county’s financial position is strong, In feeal 2008, the county had a $2.45
mnilion surplus in its general-fund balance prirmarily due to an increese i ta revenues recsived
following a 31 cent county=-wide tax rate increase. The fiaral 2008 year-end wiweserved general fund
balance of $2.5 million was equal to what we consider a very strong 20% of expenditures. In fiscal
2008, the county ended with an additional operating surplus of approxdmately $104,000 due to
conservative budgeting and a reduction in expenditures, bringing the wnreserved general fund balance
to $2.4 million, or a very strong 17% of expenditures. Officials have adopted a budget for fiscal 2010
that reflects the use of approsimately $350,000 to cover Incressing expuses; however, dug to
conservative budgeting, management expects to end fscal 2010 with break-even operations. The
county is responsible for operating the county s¢hool system, and thess responsibifities have now
grown to include the schools in the City of Harriman, which were formerly operated by the city,

Standard & Poor’s desms Roarie County's fiancial managemenit practices “standard under its
Financial Management Assessment. (FMA) methodology. In cur Framework, an FMA of ‘standard
indivates the finance department maintains adaquate policies in most, but not all, ey arsas. Revenue
and e&qﬁe}n&imra assumptions are based on a thres-year historical cycle. Officials monitor the budget
monthly and make adjustments as nesded. The district facks a formal general fund mintrumn reserve
policy, but management targers 10%-12% of expenditures as its informal goal, The county tacks
policies in some areas, including long-term Hnancial and capital planming,

Overdll net debt is low in our ppinion at approximately $1,380 per capita and 1.7% of trus value.
The county currenfly has no variable mite debt outstanding. Amortization s slightly above aversge
with 58% of principa] projectsd o be retired in the next 10 years, and 100% of prindipal projected to
be retired in 20 years. Carrying charges for fiscal 2009 were high at 16% of expenditures, At this tims,
the county does rot have any plans to issue additional debt within the nesd 12 to 18 months,

Ouatlook

The stable outiook reflects the expectation that the county’s available gemeral fund reserves will ba

malntained at a strong level, and that the tax base will cortinue o remain stable as it expands,

Standord & Poor’s | Ana
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